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Cigarettes are taxed in Illinois under the Cgarette Tax Act ("Act") at the
rate of 29 mlls per cigarette, or 58 cents per 20-count package, through a
systemutilizing stanps that are affixed to the cigarette package. See, 86
I1l. Adm Code 440.20 (this is a ALl).

May 27, 1999
Dear Xxxxx:
This General Information Letter, issued pursuant to 2 IIl. Adm Code 1200
(see enclosed), is in response to your facsimle dated January 15, 1999. Your

facsimle was forwarded to this division for response. The nature of your letter
and the information you have provided require that we respond with a GCeneral
Information Letter, which is designed to provide general information, is not a
statenent of Department policy and is not binding on the Departnment. See 86 I11.
Adm Code 1200.120 (b) and (c).

In your letter you have stated and made inquiry as foll ows:
The facts involved with our client are as foll ows:

Companies A, B and C are affiliated entities. Company A operates a

war ehouse and distribution center outside of the state of Illinois.
Company A sells cigarettes to Conpany C and is registered as a
licensed wholesaler in I1llinois. Company A is responsible for

stanping all cigarettes that it sells to Conpany C

Company C is a retail store in the state of Illinois. Currently,
Company C buys the mmpjority of its goods from Conmpany A, however,
Company C purchases certain goods directly from third party vendors.
Company Cis registered as a licensed retailer in Illinois.

Due to a business restructuring, the affiliated group has created a
new conpany, Conpany B which operates outside of the state of
I1linois. Conpany B will be interposed between Conpany A and C from a
transacti on perspective. Company B will purchase all of Conmpany A's
goods, including cigarettes, and sell them directly to Conpany C.
Company B will direct Conpany A to drop-ship all of the goods directly
to Conpany C. As a result of the drop-shipnments the physical flow of
goods wi Il remai n unchanged.

As a result of the interconmpany relationships described above, what,
if any, are Conpany B's filing requirements with respect to cigarette
regi strations?
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system utilizing stanps affixed to cigarette packages. Stanps are generally

affixed to the packages by distributors, who add the ampbunt of tax to the price
charged to the retailer. The tax, which is inposed upon retailers of cigarettes,
is collected from them by distributors, as that term is defined in the Act.
Distributors are subject to a variety of reporting, paynent and recordkeeping
requi rements under the Act.

Section 4b of the Act authorizes the Departnent to voluntarily register out-
of-State sellers of cigarettes as distributors. Regi strati on ensures that sales
of cigarettes to Illinois retailers are properly accounted for and stanped.
Persons voluntarily registering nust conply with a variety of reporting, paymnent
and recordkeeping requirenents under the Act. Since Conpany B is naking sal es of
cigarettes to an Illinois retailer, we urge it to register with the Departnent as
a distributor.

I hope this information is hel pful. If you have further questions, please
feel free to contact the Departnent's Taxpayer Information Division at (217) 782-
3336, or visit the Department's web cite at: http:///ww.revenue.state.il.us.

Very truly yours,

Jerilynn Gorden

Seni or Counsel, Sal es Tax
JT:jg
Enc.



